maritime transport, which transports more than 80% of world trade, is the backbone of globalisation. Twenty-four hours a day and all year round, ships carry cargo to all corners of the globe. as the world's most cost-effective, energy-efficient and environmentally sound freight transport system, maritime transport is the core system driving the sustainable development of global trade.
COSCO Pacific is proud to be one of the world's leading players in two vital sectors of the maritime transport system; ports and containers. The port, acting as the hardware of the system, provides the backbone and infrastructure from which the network can be accessed. maritime containers, functioning as the software of the system, accelerate the global trade flow. Both systems act symbiotically to enhance the efficiency and sustainability of the global supply chain.
In 2014, China accelerated progress on its vision of building the "Silk Road Economic Belt" and the "21st Century maritime Silk Road". This new Silk Road ("One Belt, One Road") will connect
China with Europe via most of the major asian economies. This project will build a corridor between these regions, facilitating the future economic development of communities along these routes, providing significant business and job opportunities while sustaining future global economic growth. along this new Silk Road, Ports and Containers will continue to play an important role to further drive trade and shape a sustainable global future. 
SuSTainabiLiTy in inDuSTry FrOm a gLObaL PerSPeCTive
Ports as Hardware:
Facilitating growth of global Trade as the natural link between the land and the sea, ports act as the vital hardware connecting the maritime and continental freight movement. as an essential part of the maritime transport industry, ports act as facilitators of trade between cities, countries and regions, and therefore have a key role within integrated supply chains.
Benefitting from the development of maritime trade, the port industry has experienced phenomenal growth over the past few decades. global container throughput reached 677.3 million TEu in 2014 of which COSCO Pacific had approximately 10% market share. In the era of globalisation and the continuous expansion of world trade, ports are crucial links in contemporary supply chains and logistics processes, serving as transport hubs within their intermodal transport networks -covering sea, road, and rail.
going forward, deregulation of trade, changing patterns of consumption, shifting locations of production centres and increasing environmental concerns are all key considerations to determine the prospect of maritime ports and their growing importance in the global economic development of the 21st century. Therefore, timely investment in "infrastructure and facilities" for green ports is essential for sustainable development of ports. If ports are the facilitators of growth in global trade, then container shipping companies are the drivers to enable this growth. Container shipping continues to be the most "cost effective" and "environmentally friendly" method of transport. Containers carry all our daily essentials such as food and clothing, as well as raw materials and manufactured goods, reaching us from far corners of the world.
In 2014, there were about 36.30 million TEu containers being moved around the world by vessels and trucks. The container leasing industry plays an important role in supporting the equipment needs of transport operators. By the end of 2014, about 48% of global maritime containers were owned and managed by container leasing companies. COSCO Pacific's container fleet shared about 11% of this container leasing market. maritime containers act as software enhancing the supply chain's efficiency and sustainability.
Firstly, containerisation brings manufacturers substantial savings in the costs of logistics. It substantially cuts the costs of packing, minimises the damage of cargo, and reduces the time of handling in transit. Furthermore, the second generation of container focuses on making it "lighter in weight", "longer in life" and "environmentally friendly". It ultimately saves fuel and therefore reduces emissions from container shipping. STaTEmEnT FROm CHaIRman anD VICE CHaIRman " We have a leading team of experienced and committed professionals with 3,368 employees to ensure our terminals and our container leasing fleet function efficiently, safely and provide comprehensive services to our customers.
COSCO Pacific Container Fleet global Container Fleet
We strive to invest, manage and operate our terminals and container leasing fleet in a manner that is sustainable in all key aspects, reflecting our commitments to responsible entrepreneurship. Currently we focus on operational efficiency, employee safety, being environmentally friendly and productive stakeholder relationships. "
Dear Stakeholders, On behalf of COSCO Pacific Limited ("COSCO Pacific" or the "Company"), we are pleased to present our first Corporate Sustainability Report ("Report") in the year celebrating the 20th anniversary of listing on The Stock Exchange of Hong Kong (Stock code: 1199). This Report also represents a milestone in COSCO Pacific's commitment to operating in an environmentally and socially responsible manner, giving us the opportunity to share our goals, ongoing projects and achievements with our stakeholders.
The growth story of the past 20 years has been eventful as we navigated through the asian financial crisis in 1997 and the global financial crisis in 2008. It is our responsible investment strategy, effective management and prudent financial policy that enabled us to grow our businesses. This hard work has created profit attributable to shareholders of the Company in 2014 of uS$293 million.
Whilst our focus remains geared toward our primary role as a global player in the container terminal and leasing industry, we continue to face higher stakeholder expectations, more so than ever before. Businesses are expected to not only create economic value but to contribute to the socio-economic development of the areas in which they operate. Our aim is to live up to these expectations, with our commitment reflected in a transparent management strategy. This is why we have committed to producing this Corporate Sustainability Report.
QIU Jinguang
Vice Chairman and managing Director Sustainability relies on partnerships and the joint efforts of all sectors of society. as operators of container terminals we have an obligation to provide efficient container handling services to shipping liners by continually upgrading our terminal facilities. Securing efficient cargo flow in and out the hinterland supports trading activities of people living there and minimises environmental impact. Our efficient services can also help shipping liners save time at terminals, enabling them to travel to their next destination by slow steaming so as to effectively reduce fuel consumption and still arrive on time. These value added services are cost effective for our customers and environmentally friendly to the communities where we operate.
WAN Min

Chairman
SuSTainabiLiTy in COSCO PaCiFiC
Container terminals are a dynamic sector generally operating 24 hours per day and 365 days per year. Our high production can only be maintained by the strong support of our dedicated and hard-working staff. Their contribution is crucially important to the ongoing success of our terminals. Furthermore, our modern terminals are very busy environments where effective risk management is vital in preventing potential risks arising from operations. Therefore, our sustainability can only be achieved by maintaining good relationships with our employees and providing an environment that secures the safety of our people, terminals, containers, vessels and communities.
High Quality of Containers for Leasing Business
The container leasing industry plays an important role in supporting the equipment needs of transport operators. about 17.3 million TEu of containers are currently owned and managed by container leasing companies representing 48% of global maritime containers. COSCO Pacific's wholly-owned subsidiary, Florens Container Holdings Limited ("FLOREnS"), was one of the top five largest container leasing companies in 2014. as of 31 December 2014, FLOREnS operated a container fleet capacity of 1.91 million TEu accounting for about 11% of the market share of the container leasing industry. Our fleet was made up of 98% dry containers and 2% reefer and special containers.
We provide high quality containers for leasing to customers by securing a high production standard from container manufacturers. We also work closely with manufacturers to support research into enhancing the sustainability of a second generation of containers; making the containers "lighter in weight", "longer in life" and more "environmentally friendly". This is vital to the sustainability of our industry and the shipping industry in general. Reducing the weight of the containers and therefore overall weight burden to the ship lowers fuel consumption along the transport journey, whilst at the same time reducing the maintenance costs of containers.
Every container is made of about 1.68 tons of steel per TEu and its average useable life expectancy is about 15 years. management of containers throughout their lifecycle is crucially important to the environment of our planet. We endeavour to manage our container fleet with a focus on resource efficiency by extending the second usage careers of our containers as they retire from their primary transport function after about 10 to 12 years. These retired containers are released to the second-hand market where they are converted to serve as movable storage facilities or as an alternative modular form of container home, office or shop.
SuSTainabiLiTy aS an OngOing eFFOrT
We believe that corporate sustainability is about maintaining economic success and achieving a competitive advantage which has to be enhanced through operational efficiencies and a highly regarded basis of safe environmental policy. This shall feed back into our reputation and aid to garner the trust of our shareholders, customers, employees, suppliers and communities.
all of our staff have worked diligently to ensure the sustainability of our company. as a result of these efforts, COSCO Pacific won the gold award for "Financial Performance, Corporate governance, Social and Environmental Responsibility, and Investor Relations" granted by The asset magazine in 2014. This award amongst others demonstrates market recognition for our corporate governance, investor relations, and our social and environmental performance.
Sustainability is an ongoing effort. We strive to invest, manage and operate our terminal portfolio and container leasing fleet in ways which are sustainable in all key aspects as a means of responsible entrepreneurship. We hope that you will find this Report useful to understand how we are working towards sustainability. Last but not least, we would like to invite you to join us in further dialogue on how to develop our roadmap towards establishing a sustainability-focused organisation. Our ultimate parent company, China Ocean Shipping (group) Company ("COSCO"), is the world's second largest shipping company. By leveraging off strong support from COSCO, COSCO Pacific has enjoyed a high degree of synergy with our parent and affiliated companies, and captured the growth opportunities arising from the containerisation of global trade over the past 20 years. Currently, COSCO Pacific is the world's fourth largest container terminal operator and one of the top five largest container leasing companies. This portfolio generated a consolidated revenue which amounted to uS$870 million and an attributable profit to our equity holders of uS$293 million in 2014.
WAN Min
Terminal Business
The terminal business comprised 67.8% of our segment assets, and contributed 69.8% of our segment profit in 2014. We have historically focused on pursuing a growth strategy based on acquisitions. This was with the goal of establishing a global network by initially building up exposure in terminals and ports in China and then by investing overseas. The average capital expenditure for terminal business amounted to uS$430 million per year for the past five years.
We are one of the most geographically diverse container terminal operators in the world. as of 31 December 2014, our 30 terminal operations were located at 21 ports in asia, Europe and the mediterranean. Total container throughput reached 67.30 million TEu in 2014 accounting for about 10% of global market share. Our terminal portfolio will facilitate our continued enhancement and contribute to the future of sustainable trade growth from a global perspective. We also believe that our operational excellence creates opportunities to generate additional value out of existing facilities.
OuR BuSInESS 1 COSCO Pacific is the world's fourth largest container terminal operator and one of the top five largest container leasing companies.
Container Leasing Business
The container leasing business comprised 32.2% of our segment assets, and contributed 30.2% of our segment profit in 2014. We have expanded our market share by rebalancing the ownership and management of our container leasing business model to mitigate investment risks while maintaining a stable profit contribution. The average capital expenditure for the container leasing business amounted to uS$331 million per year for the past five years.
In 2014, the global container leasing industry experienced a year of challenges with weaker than expected market demand. as of 31 December 2014, we operated and managed a container fleet capacity of 1.91 million TEu accounting for about 11% of the market share of the container leasing industry. We have been constantly evaluating our customer services so as to cope with the changing patterns of the leasing industry and most importantly our customer needs. 
OrganiSaTiOnaL vaLueS
COSCO Pacific is committed to sustainable corporate development via the pursuit of excellence. Our sustainability strategy can only be achieved through the creation of a harmonious and inclusive corporate culture, forming the base from which our corporation can grow.
To be a world-class terminal operator and container leasing enterprise.
To facilitate the development of shipping and trading, drive regional development and create value for shareholders and employees.
To promote trustworthiness, seek win-win results through cooperation, achieve excellence with professionalism and create harmony through open-mindedness.
Corporate mission Core Values Corporate Vision
COrPOraTe gOvernanCe
Supporting our Vision, mission and Values is a strong corporate governance framework. as a company we believe that a commitment to good corporate governance is essential to the long term sustainability of our organisation and business performance.
The Company's corporate governance practices are in compliance with the Corporate governance Code set out in appendix 14 of the Rules governing the Listing of Securities on the Stock Exchange. The Company also refers to the Organisation for Economic Cooperation and Development (OECD) principles for corporate ethics in maintaining a high level of accountability and transparency. The Board is pleased to confirm that for the year ended 31 December 2014, the Company has fully complied with the code provisions in the Corporate governance Code.
Board of Directors
as of the date of this report, the Board of Directors of COSCO Pacific comprises 13 members, and serves as the top decision-making body. among them, 5 are executive directors, 3 are non-executive directors and 5 are independent non-executive directors. as disclosed in our 2014 annual Report the board has delegated specific roles and responsibilities to the Executive, audit, Remuneration, nomination, Corporate governance, Investment and Strategic Planning and Risk management Committees.
Directors are identified by the nomination Committee via a formal and transparent process. Directors are appointed by the Board or shareholders and are subject to retirement by rotation and re-election at the annual general meeting or special general meeting (as the case maybe) by shareholders. For more detailed information on the nomination and selection process, please refer to the Corporate governance Report of our 2014 annual Report.
COSCO Pacific is highly committed to ensuring an operational environment free from any form of corruption. We have a number of corporate policies in place to strengthen corporate governance and uphold a high standard of business ethics. Our Code of Conduct is applicable to all employees including senior management and members of the board. The Code contains clauses on anti-bribery, anti-corruption and on avoiding conflicts of interests. Details on the code of conduct are included in the staff handbook and training is provided by the Department of Personnel and administration Department to every new employee.
Corporate Sustainability
The Corporate governance Committee of our Board has been playing an active role in consolidating existing initiatives for enhancing the practices of our corporate sustainability for the past two years. The Committee made its recommendation to our Vice Chairman and managing Director to enhance ESg disclosure by publishing the first COSCO Pacific Corporate Sustainability report in 2014. The Committee will continue to draw up recommendations for appropriate actions to reinforce the process of establishing our strategic sustainability framework. The Committee will also support the Company to capture relevant developments in society and their impacts on our businesses.
Our Investor Relations Department is taking the role as the key sustainability taskforce to develop relevant programmes to provide yearly materiality assessments, enhance internal and external communication, and prepare the Company's Sustainability Report. 
Independent non-executive Directors
The Sustainability Report will facilitate communication with our stakeholders including shareholders, customers, suppliers, financial institutions and employees.
The Board fully supports our senior management to build a sustainability framework for the enhancement of our CS performance. mr. QIu Jinguang, our Vice Chairman and managing Director, will lead the Company to focus on key ESg aspects that are material to our operations and are aligned with our corporate strategic framework.
Risk management and Compliance
The activities of the group are exposed to a variety of risks which are categorised as financial, operational and compliance based risk. For the purpose of better risk management, the Board is supported by the Risk management Committee which identifies and minimises operational risks to the Company, sets the strategic direction for the group's risk management strategy and strengthens the group's system of risk management.
The group's risk assessment procedures laid down by the Risk management Committee involve consideration of the entire organisation. When risks are identified, existing controls are examined to determine if there has been a failure in control, and if so, to determine the reason for this failure and means of rectification.
memberShiPS anD CharTerS
We actively engage with industry associations and government to ensure that we stay at the forefront of developments in our sector. We also convene frequently with sustainability experts to ensure that we stay informed and up to date on sustainability policy and best practice.
Since 2006, COSCO Pacific has participated in the "Business for CLEan aIR" event co-organised by the Hong Kong general Chamber of Commerce and the Hong Kong Business Coalition on the Environment. The overall aim was to implement "Project CLEan aIR" in the business sector and to improve air quality in the Pearl River Delta Region.
COSCO Pacific is also proud to participate in the Carbon Footprint Repository for Listed Companies in Hong Kong organised by the Environmental Protection Department of the HKSaR government. 
abOuT ThiS rePOrT
This is the first annual COSCO Pacific Corporate Sustainability (CS) Report. It covers the period from 1 January 2014 to 31 December 2014. all numerical data within the Report is presented as absolute figures and all financial data is expressed in uS Dollar, unless otherwise specified.
In order to provide a concise, balanced and clear view of the company's Corporate Sustainability performance, the Report focuses only on sustainability issues material to the company, highlighting the challenges and successes faced over the reporting period. as a first time reporter COSCO Pacific has decided to focus its reporting efforts on its head office operations as well as a select group of its largest subsidiaries or associates.
The following entities were chosen for inclusion in this CS Report because of their significant roles or major profit contributions to the Company, thus making them an ideal proxy for our container terminal and leasing operations. Profit contribution from these six internal stakeholders amounted to 49.5% of the Company's profit attributable to shareholders in 2014. although the Report does not cover the operations of all of its subsidiaries and investments, COSCO Pacific encourages these entities to operate sustainably and implement sound CS practices. In future years, after establishing a solid foundation of sustainability reporting, COSCO Pacific will be committed to expanding the scope of the Report to include more of its terminal operations. For more information on our other terminal businesses, please refer to our 2014 annual Report.
hOw we rePOrT
The Report has been prepared with reference to the "core" option of the global Reporting Initiative ("gRI") g4 Sustainability Reporting guidelines. In addition, we have referenced the ESg Reporting guide of the Stock Exchange, which is recommended practice for all Hong Kong listed companies. a comprehensive gRI g4 and the Stock Exchange content index has been included at the back of this Report to facilitate greater transparency and aid the reader in navigating the Report.
The Report also takes into account industry and location for specific sustainability issues, and has also been informed by an independent third party managed stakeholder engagement exercise. Relevant business units from the aforementioned subsidiaries were engaged in order to determine the most relevant issues for the group to report on.
The material sustainability issues identified from this stakeholder engagement exercise have been organised into the chapter 3 of this report: Our material Issues. This chapter highlights the relevant goals, targets, activities and achievements which COSCO Pacific has taken to improve its CS performance in three key areas, namely impact on the environment, our employees and contributing to the community.
We have referenced the core option of gRI g4 Sustainability Reporting guidelines and ESg Reporting guide of the Stock Exchange.
Vision
Communication Planning Implementation
Strategy Results
STakehOLDer engagemenT
COSCO Pacific ensures that it maintains a variety of communication channels in order to build and develop relationships with our employees, customers, investors, business partners and the communities in which we operate. This level of engagement helps secure feedback and suggestions from our numerous stakeholder groups showcasing areas of exemplary performance while highlighting opportunities and areas of improvement. Such engagements present a valuable proposition in terms of risk assessment while maintaining our social license to operate.
Stakeholder engagement is also one of the fundamental reporting principles defined in the gRI guidelines, as it encourages the reporting organisation to better understand the expectations, perceptions and concerns of its stakeholders.
The process for the preparation of the Report involved commissioning an independent and impartial third party to conduct a series of focus group discussions with the management of COSCO Pacific and those of its major subsidiaries and associates. These key internal stakeholders were invited to share their views on the Corporate Sustainability (CS) issues engagement methods a project team was formed by senior staff, comprising six selected internal stakeholders within COSCO Pacific ("CS group"). These senior staff included representatives from senior management teams and departments which are in charge of corporate management, operation, marketing, finance, legal and investor relations respectively.
Questionnaire a questionnaire was sent to these parties within the CS group for the purpose of collecting relevant data and information.
Focus group Discussions
Individual group discussions were held with each party on the analysis of material issues to COSCO Pacific.
management interviews
Company visits or video conferences were arranged for a specialist third party and COSCO Pacific to have interviews with the management team of those six selected internal stakeholders.
Stakeholder engagement is one of the fundamental reporting principles defined in the gRI guidelines. management team of six internal stakeholders OuR maTERIaL ISSuES 3 facing company operations and provide accounts of actions taken, or possible ideas to manage and mitigate these issues. Outcomes of these engagements served to guide the content of the CS Report and provide a snapshot of the company's CS performance.
Highlights of the Key Findings from Stakeholder Engagements Economic • The key economic issues for the operation include: providing value added services to customers, evaluating efficiency of facilities, enhancing efficiency of operations and strengthening competitiveness in markets.
Policy
• Increasing mandatory sustainability rules or regulations for the berthing of ocean going vessels could force shipping lines to shift to other ports for trans-shipment. notwithstanding this, incentive schemes provided by the government, to encourage vessels calling at the port to reduce their emissions, could help maintain the competitiveness of these ports.
Social
• Labour supply is one of the challenges facing the industry. Since younger workers are less willing to work outdoors on shifts, there are constraints on the number of crane operators, truck drivers, stevedores, engineers, and control planning staff in the operations department.
• Technological changes as well as new transport and logistics needs will drive requirements for mastering innovative port operations. This will underscore the need for employees with the right skills, training and qualifications to master and exploit all the advantages provided by the new technologies.
• more resources are required for securing a system in place to protect the health, safety and welfare of port workers and users, in line with applicable health and safety legislation. 
Concerns raised from the management interviews
maTeriaLiTy aSSeSSmenT
materiality is a fundamental reporting principle of the gRI g4 guidelines. a materiality assessment is necessary to highlight relevant issues and topics which may be regarded as significant to the industry, COSCO Pacific and its subsidiaries. Conducting a thorough materiality assessment helps us to identify the issues that our stakeholders want to see covered in our report, but also helps us determine priorities for which to focus our own internal resources. This assessment was conducted to streamline material issues, define the content for the Report in line with the principle of materiality as recommended by the gRI g4 sustainability reporting guidelines.
To assist us in this process, we have partnered with a specialist third party to identify and prioritise the material issues deemed most important to our business and stakeholders. When we determined the most material issues to our business, we looked at both risks and their resulting impact to our operations. We also considered the importance of the highlighted issues to our stakeholders.
To perform the materiality assessment, stakeholder feedback obtained from management interviews along with CS disclosure priorities identified by COSCO Pacific's peers were compiled and examined. The diagram below outlines the materiality assessment process we used.
although the peer benchmarking was limited to peers within the container terminal and leasing industries, the materiality matrix below provides a list of current sustainability priorities of COSCO Pacific. Concerns presented towards the top-right hand corner of the matrix are more important to COSCO Pacific and industry peers while those located towards the bottom-left hand corner of the matrix represent concerns with relatively lower importance to both COSCO Pacific and industry peers.
materiality assessment Process
Benchmark Sustainability
Reporting Practice
• Sustainability Reports of five of COSCO Pacific's local and international peers were reviewed to determine industry best practice in disclosure;
• Industry materiality was determined based on the rate of disclosure among the selected Peer group Companies;
• The rate of disclosure is assumed to be correlated to and reflective of materiality.
Confirm material Issues
• Summary rankings from both the stakeholder engagement and peer benchmarking were compiled to identify the importance of each aspect;
• material aspects were finally confirmed by senior COSCO Pacific managers, who considered the results of the materiality assessment inline with current and potential business impact.
Stakeholder Engagement
• Stakeholder preference is a critical factor when deciding what topics should be covered in the sustainability report;
• Key stakeholders from across COSCO Pacific operations were identified and consulted with support from a specialist third party organization;
• Stakeholders were asked to rank all 46 gRI aspects according to their specific interests and priorities.
When we determined the most material issues to our business, we looked at both risks and their resulting impact to our operations. 20 
OuR maTERIaL ISSuES
The result of the materiality assessment created a list of priority issues that reflect the most significant impact of our business and highlight the expectations and concerns of our key internal stakeholders from across our operating units and subsidiaries. Issues concerning Employment, Environmental Impact and Local Communities were noted to be of importance to stakeholders while also of a high reporting priority to peers. Within the following pages of this Report we provide performance metrics for these issues aligned with the global Reporting Initiative (gRI) g4 Sustainability Reporting guidelines covering material aspects and Specific Standard Disclosures. In addition to the material issues presented above, we will be reporting on a list of general Disclosures that are essential for all reporting organisations, for example corporate governance which is also recommended by the HKEx ESg guidelines. Recognising that developing a framework for sustainable business practices is not a one-off fix but rather an on-going process, our objective is to create long-term strategic and competitive advantages through sustainability with the aim of ultimately enhancing long-term shareholder value. Taking forward the practices of corporate sustainability allows us to optimise environmental, social and governance (ESg) disclosure.
eFFiCienCy
The development of the economy relies on the simultaneous development of the maritime transport system. Trade flow relies heavily on the development of hinterland ports (i.e. spoke ports link to hub ports), especially for countries spanning vast, populous interior regions such as China. Port integration to road, rail and barge networks are of increasing importance in the creation and maintenance of an efficient transport network.
COSCO Pacific recognizes the benefits of sustainability related programmes since many environmental initiatives which have been implemented in turn have saved costs, improved efficiency as well as reduced the overall environmental footprint. We pay particular attention to making greater utilisation of assets and further increasing our competitiveness through enhancing lean operations and reducing operating/life-cycle costs. This is particularly relevant in light of the following four issues: OuR managEmEnT 4 according to a forecast by Drewry maritime Research ("Drewry") in December 2014, global container throughput is expected to achieve a compound annual growth rate of 5.6% in the coming three years to reach 798 million TEu, while terminal capacity growth will be at 3.4% reaching 1,094 million TEu in 2017. The utilisation will maintain a healthy position of about 73%. The outlook of the port industry remains positive. Within the ports themselves the ability to accommodate larger vessels with suitable handling facilities is a key requirement driving development plans. major types of investment or developments include:
• Expansion of container terminal handling capacity;
• Improvement of site-specific traffic flows, including refinement of intermodal rail links and development of inland water networks;
• Addition of complementary space for logistics services;
• Enhancement of productivity through IT deployment. 
PeOPLe
The driving force behind COSCO Pacific's success and momentum rests within the most valuable asset we have: our people. The Company has been dedicated to both sharing and growing along with our employees, striving to achieve the pinnacle of professionalism while exalting the values of teamwork and dedication. COSCO Pacific hopes to continue along this trajectory, emphasizing development, training, and the precepts of hard work as we continue to drive trade and shape a sustainable future.
Employment at COSCO Pacific, we pride ourselves on sharpening the skillsets of our 3,368 employees, conducting a number of internal programmes to improve management expertise and further excellence. The group also encourages job rotation to expand the ability of employees beyond the purview of their specific employment role, and advocates for the attendance of job or training seminars held by government and professional bodies.
a set of specific performance related KPIs have been developed in order to better relate employee performance to their particular role. This provides employees with a sense of accomplishment while also helping the Human Resources department gauge performance and operational efficiency. Employees who have performed exceptionally are praised and remunerated accordingly through the provision of performance related bonuses.
all relevant Human Resources policies are created in strict conjunction with both local and national regulation while close consideration is paid to COSCO Pacific's annual production and operational targets. We use this information to create an annual staff recruitment plan that is catered to our strategic direction and the current external socio-economic backdrop. 
Worker Relations
The core values of COSCO Pacific are cooperation, mutual respect and responsibility; these principles are embedded and upheld throughout our operations by means of open communication. We value dialogue amongst all levels of our staff, believing that a diverse range of voices more accurately portrays an assessment of possible risks faced by either the Company or individual operations. This feedback mechanism also works to shed light on possible solutions and areas of improvement, driving progress and continuous development in the long run.
Facilitating this exchange while also providing an atmosphere of cohesion, COSCO Pacific provides a number of channels for interaction. In a formal setting this includes regular meetings, conferences and seminars which provide platforms for communication and discussion.
Occupational Health and Safety
The health and safety of our employees, contractors and all others affected by our operations is of utmost concern to COSCO Pacific. We have in place an array of policies, mechanisms and protocols to ensure that safety is firmly embedded in all aspects of our operations and into the very fabric of how we do business.
To ensure safety to operations, our subsidiaries have in place comprehensive safety management systems which cover operational procedures and emergency response plans. Our principles and standards governing these systems are devised in consideration of a number of local, national and industry wide standards which ensure that our vision of safety is aligned with the highest ideals.
In order to bring the concept of safety at COSCO Pacific to an individual level, at the beginning of each year various departments establish a set of "Safety Production Responsibility" requirements, setting up specific targets and indicators tied to staff performance. To provide an added incentive, the fulfilment of these KPIs is a factor within employee remuneration. assessment teams hold monthly or quarterly sessions to evaluate the performance of various departments and staff in accordance with their own performance management systems.
Investing in the well-being of our employees is a priority for us at COSCO Pacific. The Health, Regulatory and Safety Supervision department of Xiamen Ocean gate Terminal regularly inspects the company's occupational health and safety initiatives to make sure that they are both effective and up to date. Other subsidiaries such as guangzhou South China Oceangate Terminal provided both social and critical insurance to their employees while also investing 1% of the revenue in 2014 on safety initiatives.
envirOnmenT
The very nature of our business activities brings inherent environmental risk. acknowledging these risks, COSCO Pacific actively enacts measures and policies to protect and improve the environment. We are committed to implementing the philosophy of environmental management in our business development and operations, and comply with all domestic and international regulations with the aim of becoming a greener terminal operator and container leasing company.
The health and safety of our employees, contractors and all others affected by our operations is of utmost concern to COSCO Pacific.
"greening" Terminals a formal green procurement policy is also in the process of being drafted. To tackle the various environmental issues confronting the company, we have taken an active approach to bringing the "green company" concept to reality. COSCO Pacific is studying the deployment of green technology, as well as facilitating and promoting the efficient use of energy.
We work hard on raising the awareness of environmental protection via employee activities, with a view to minimise the impact of our daily operations on the environment. at our guangzhou South China Oceangate Terminal we actively engage all our employees in upholding environmental excellence with a series of Key Performance Indicators based on environmental impacts linked to staff salaries and bonuses.
Energy and Emissions
In response to challenges associated with climate change, COSCO Pacific is actively seeking to reduce the energy consumption associated with our terminals, containers and buildings.
as part of the Energy Conservation Promotion Plan, the company founded the Energy Saving Office. This programme is responsible for the approval of relevant policies to reduce energy consumption and emissions, ensuring that any policies developed are in line with the national energy-saving targets developed for the 12th Five-year Plan period of the People's Republic of China.
We strongly support energy conservation and emission reductions initiatives, we have also been happy to support the Environmental Protection Department of the Hong Kong SaR government and their Carbon Footprint Repository initiative for Hong Kong Listed Companies. more information on our carbon footprint can be found here: http://www.carbon-footprint.hk using less fossil-based fuels helps us to reduce our overall carbon footprint. For that reason, the company is committed to improving its energy consumption strategy by making ongoing investments in relevant features and initiatives. We are working to identify new technologies, improved operational efficiencies and alternative energy sources that can help us achieve our CO 2 reduction target.
Terminals' energy Consumption and greenhouse gas (ghg) emissions
We work hard on raising the awareness of environmental protection via employee activities, with a view to minimise the impact of our daily operations on the environment. The previously mentioned policy is applied in many of our terminals, for example the selection of automated and electrified yard equipment at Xiamen Ocean gate Terminal is expected to reduce carbon emissions by 20%, and the implementation of electric rubber-tired gantry cranes (RTgs) at a number of our terminals is expected to reduce carbon emissions by 51% in guangzhou South China Oceangate Terminal and by 2% in COSCO-HIT Terminal and asia Container Terminal. Variations exist in the reduction of carbon emissions due to terminals being at different stages in their upgrades, we are however encouraged to a see a general trend in the reduction of emissions.
Our guangzhou South China Oceangate terminal has transhipped over 70% of containers through linked boats to help alleviate road traffic and therefore emissions to the local community. The ultimate goal is to reduce our carbon footprint and to contribute to better local air quality conditions surrounding our ports.
One of our major subsidiaries, Xiamen Ocean gate Terminal, has made investments in upgrading and retrofitting existing facilities and equipment around the port and within office buildings. This began with establishing a working group tasked with enhancing the utilisation of electricity and inputting other measures to ensure that the energy consumption at the terminal is either stable or on a declining trend. Examples of some of the measures introduced include: From 2011-2014, the company spent around RmB1.79 Billion in carrying out renovation of rubber tired gantry cranes ("RTgs") by replacing fossil fuelpowered equipment with electrical equipment around the field bridge and terminal yard. In return, the company was able to save 6,000,000 litres of fuel.
The company also replaced all halogen lights with LED's at the inbound and outbound gates, mobile crane dock, crane plant (workshop) and warehouses.
In 2013 energy saving 1000W LED spotlights were installed to replace old halogenbulb spotlights. These were installed at the dock-front platform of Xiamen Tongda Terminal, and at nine (9) lighthouse/ beacons in the automated terminal zone.
The automated yard high mast light has been converted into LED's and is expected to save 180,000 kWh of electricity per year.
In april 2013 the company began upgrading one of its berths to be an electric generated/ automated terminal which commenced operation in December 2014. The expected benefits of the automated terminal are higher efficiency, improved safety and reduced emissions.
In October 2014, Florens completed the first 100 "green" containers made of environmentally friendly materials. 100 "green" containers "greening" Containers
We have set a target for FLOREnS, the operator of our container leasing business, to ensure that 99.5% of all of our retired containers are reused. To do this, we sell used containers to both brokers and end-users in order to maximise the box utilisation rate of retired containers.
after two years of investigation and hard work, in October 2014, FLOREnS completed the first 100 "green" containers made of environmentally friendly materials. This project has involved close collaboration with container manufacturers and COSCO Kansai Paint & Chemicals Co. Ltd. materials selected for these innovative new containers include: water-based paint, water-based undercoating/sealant as well as bamboo flooring. after a series of tests, all technological processes and anti-corrosion indicators were found to meet the industrial requirements. In addition, Volatile Organic Compounds (VOCs) emissions were far lower than the latest emissions standards.
Lighter containers reduce shipping loads and fuel consumption, thereby creating fewer emissions. One hundred containers made from environmentally friendly materials, represents a key milestone for FLOREnS in our contribution to making the industry more sustainable.
Currently the performance of environmentally friendly containers lags behind that of more traditional containers, particularly in the areas of production efficiency, production cost, and the capital investment required in transforming facilities. However, research into addressing this performance gap is ongoing, and we will continue to enhance the performance of these "green" containers in order to fulfil our social responsibility to ensure quality and environmental protection.
COmmuniTy
COSCO Pacific's major activities or programmes of community involvement are taking the approach of those in relation to supporting our industry or business intelligence and skills developments. Our ongoing participation includes: 
Care for Local Communities
We join with non-profit making organisations as active members and support the activities by sponsorship for their programmes in relation to the enhancement of port industry, container leasing industry, corporate management, corporate governance, corporate social responsibilities, legal practices and investor relations. Please also refer to corporate memberships and charters of this report in Section 1.4 for more details.
We have been actively participating in consultation of the port development plan with local communities. Those development plans are highly related to important issues being discussed in the local port and terminal related industries.
meeTing ChaLLengeS OF SuSTainabiLiTy
The future challenges for companies lie in creating sustainable value in a way that enables their businesses to advance strategic objectives while enhancing value creation in line with environmental, social, and governance ("ESg") priorities. Furthermore, a workable and feasible sustainability strategy goes some way to close the gap between the expectations of society and the operational performance of companies.
Increasing Concern on Environmental Issues of Port activity global container throughput has experienced a compound annual growth rate of about 8.5% from 1995 to 2014. This continuous and substantial expansion had led to the fast growth of container throughput in major hub ports around the world. as a result, local communities are increasingly concerned about environmental issues associated with port activity, including local air pollution, traffic congestion and greenhouse gas emissions.
as one of the leading global container terminal operators, it is a key requirement for us to further strengthen our ability to accommodate large container vessels. This requires the provision of suitable handling facilities so as to provide high quality services to our customers, whilst still maintaining the social license to operate from the local community. We therefore ensure that sustainability criteria are incorporated early into the design and implementation of our new facilities. Our focus is on improving safety, productivity, efficiency and minimising environmental impact.
High Barrier of manufacturing the Second generation of Container
In terms of the sustainability issues facing containers, the barriers to manufacturing the second generation of containers remains high due to high cost of production. Even though the reduction of fuel consumption is effective in reducing the weight of containers by 20% compared to traditional containers, the production volume of these environmentally friendly containers is very small representing less than 1% of new container production in 2014. Production costs therefore remain high due to the absence of any economy of scale.
The new generation of containers are yet to gain popularity in the shipping industry.
as one of the leading global container terminal operators, it is a key requirement for us to further strengthen our ability to accommodate large container vessels.
OuR OngOIng EFFORTS 5 as one of the leading container leasing companies in the world, we support the study of latest technologies to build the second generation of containers in a cost effective manner. We believe a successful outcome will be achievable through the joint efforts by shipping and container leasing companies, users, manufacturers, traders and financial institutions.
Essential Support of Board Commitment
In order to meet the challenges ahead, COSCO Pacific believes that having a sustainability policy endorsed by our Board is essential. This policy will demonstrate the commitment of COSCO Pacific in addressing major aspects such as environmental management, employee welfare and developing community relations throughout our operations. The development of this policy will be one of the core priorities of our current sustainability efforts.
buiLDing CaPabiLiTy in SuSTainabiLiTy
Taking a further step toward building our capability in sustainability, we appointed the Business Environment Council ("BEC") in Hong Kong in 2012 as our consultant to conduct a corporate sustainability performance review for COSCO Pacific.
Since 2012, the Corporate governance Committee of COSCO Pacific has taken the initial steps of consolidating our existing initiatives by suggesting the publication of the Company's first Corporate Sustainability report. This first Corporate Sustainability report will act as an initial stepping stone in starting our journey, internalizing the concept of corporate sustainability, allowing COSCO Pacific to enhance our ESg disclosure.
as a global company, COSCO Pacific has 30 terminal operations, which are located in five different countries. at present there is a variation in the degree of implementation as well as the level of staff awareness on issues of sustainability and its implications for the business. Therefore, formalizing Board commitment, establishing a sustainability taskforce and enhancing internal communication are three key elements that we will focus on, in order to narrow the gaps of sustainability awareness among our business units.
Our senior management takes a proactive approach in building a sustainability framework and developing our CS strategy so as to align with our overall business strategy.
given the higher level of importance investors are putting on ESg disclosure, we bring in expertise to work alongside our investor relations department to strengthen our capability in sustainability.
after the assessment, BEC summarised key findings and areas for improvement and highlighted the following five recommendations for developing a roadmap towards a sustainability-focused organisation:
Consolidate
Existing Initiatives
Formalize Board Commitment
Establish a Sustainability Taskforce
Enhance Internal Communication
Increase ESg Disclosure
Sustainability-focused Organisation
enhanCing STakehOLDer reLaTiOnS
Institutional investors are our key stakeholders. Their requests for non-financial information including that of our sustainability performance have become increasingly demanding. We will enhance our disclosure step by step. Firstly, we will disclose more information on the sustainability practices that are currently in place. Secondly, when the sustainability strategic framework is available, we will expand the level of stakeholder engagement and increase the scope of our Corporate Sustainability Report. Thirdly, once ESg has been fully integrated into our business operations, we will develop a programme to modify our internal reporting processes, and to increase the level of disclosure with a target of issuing a gRI verified sustainability report.
By integrating strategy with action and linking environmental initiatives back to an overarching strategy, we recognise that we can minimise our impacts on both the social and physical environments while engaging our stakeholders in the planning and development processes. The active involvement of our stakeholders allows us to identify stakeholder interests at all levels, creating a dialogue that will help us tap into a wealth of information from the community at large as well as at the operational level.
Furthermore, by communicating our strategic sustainability plan, we will build better relations with the public and encourage feedback while sharing achievements and challenges. Since sustainability is a wide and complex concept, the sustainability taskforce within COSCO Pacific will strategically focus on those most urgent and/or material aspects of the organisation. This will start with enhancing the risk identification process to encompass non-financial ESg risks.
One of the ongoing targets on our sustainability roadmap towards establishing a sustainabilityfocused organisation is to evolve from addressing ESg risks to identifying opportunities and creating shared value for our organisation and stakeholders. an online platform created by EPD which enables listed company in Hong Kong to disclose their carbon footprints and share carbon management strategies and practices.
Drewry
Drewry maritime Research, which is a specialist research company for the maritime sector. environment /environmental Footprint the effect that the company and its activities has on the environment global reporting initiative (gri) gRI is a leading organisation in the sustainability field. gRI promotes the use of sustainability reporting as a way for organisations to become more sustainable and contribute to sustainable development (gRI official website; available at: https://www.globalreporting.org/information/about-gri/ what-is-gRI/Pages/default.aspx) (gRI g4 -the latest sustainability reporting guideline released by gRI in may 2013.) greenhouse gases (ghg) "gases that trap heat in the atmosphere" (uS EPa), which include Carbon Dioxide (CO 2 ), methane (CH4), nitrous Oxide (n 2O), etc.
materiality assessment the process of identifying, defining and prioritizing the environmental, social and governance (ESg) issues that matter most to the business and its stakeholder. One of the key elements of materiality assessments is stakeholder engagement.
material issues/aspects issues/aspects that concerns and are important to stakeholders Specific Standard Disclosure one of the reporting components of gRI g4 reporting standard.
Stakeholders stakeholders are the people who have an interest in matter. In a corporate context, stakeholders are people who have an effect or be affected by the actions of a business as a whole. For example, internal stakeholders can be members of staff and external stakeholders can be suppliers/ contractors of a business.
Stakeholder engagement facilitating dialogue with stakeholders through focus group discussions/face-to-face interviews/ questionnaires and collecting any feedback, suggestions and views on topics such as the sustainability vision/ goal/ policies/ practice of a business.
Subsidiary an entity (including structured entities) over which the group has control.
Sustainability sustainable development is defined as 'meeting the needs of the present without diminishing the ability of future generations to meet their needs' (Our Common Future, Brundtland Report (1987) ). In a corporate context, the three critical factors -environmental, social and governance (ESg) are used to measure the level of sustainability of a company. 
